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Opinion

NEW YORK, Dec 2, 2004 -- Moody's Investors Service has assigned a Aa3 rating to the City of Hoover's (AL) $31.14
million G.O. Warrants, Series 2004. The warrants are secured by a general obligation limited property tax pledge of
the city. Concurrently, Moody's has affirmed the Aa3 rating on $131.4 million of parity debt, including the current
refunding issue. The Series 2004 Warrants will advance refund the city's Series 2000 Warrants and a privately-
placed note from 1995 for net present value savings of approximately 5.5% of refunded principal with maturities
shortened by seven years. The Aa3 rating reflects the city's strong economy, solid financial position and moderate
debt burden. The Series 2004 Warrants are expected to be insured by an insurer rated in Moody's highest rating
category, and, pursuant to Moody's review of the relevant documentation, will carry the insurer's Aaa financial
strength rating.

Concurrently, Moody's has assigned a Aa3 Issuer Rating (G.O. ULT) that reflects our assessment of Hoover's implicit
unlimited general obligation credit strength. Importantly, there is no debt outstanding with this security, and Alabama
law does not permit the issuance of unlimited ad valorem tax-backed debt.

STRONG ECONOMY WITHIN BIRMINGHAM-HOOVER MSA

The City of Hoover straddles Jefferson (Issuer Rated Aa2) and Shelby Counties (Issuer Rated Aa1), and is a major
residential and retail hub within the rapidly growing Birmingham-Hoover Metropolitan Statistical Area. The
Birmingham-Hoover MSA surpassed one million residents in 2002 to become the 53rd largest such area in the US.
The City serves as a suburban base for higher income commuters to Birmingham (Issuer Rated Aa3), but also has its
own diverse employment base that includes BlueCross/Blue Shield of Alabama, AmSouth Bank (A2), and Accenture
in addition to a large retail base. Hoover's extremely low unemployment rate of 1.9% in September 2004 has stayed
well below state and national levels throughout the recent years' economic slowdown, and has been enhanced in
the past two years by the addition of 3,000 higher paying jobs in an AmSouth building nearing completion. The city is
home to a plethora of retail outlets, most notably the high-end Riverchase Galleria, but continues to add new stores,
including Best Buy, Kohl's, WalMart, AutoMax and Publix, along its Route 280, 150 and 31 corridors. Hoover, home
to a number of highly-rated golf courses, currently hosts one PGA Tournament each year and will seek another for
the new course being constructed in its Shannon Valley development. The city's ad valorem tax base has grown by
an average 7.5% per year since 1998, to a substantial $6.3 billion, and full value per capita was a high $100,419 in
2003. Median family income of $79,912 is nearly double the State of Alabama (Aa3) level, and 35.5% of City
households earned more than $100,000 in 2000.

AMPLE RESERVES MITIGATE CITY'S RELIANCE ON VOLATILE SALES TAX REVENUES

Moody's believes that Hoover's financial position is solid, as ample reserves provide an operating cushion that



mitigates the city's heavy reliance on sales tax revenues. Unaudited fiscal 2004 results indicate that the city's
operating funds received 64.2% of revenues from a 3.5% sales and use tax, a level that has remained constant over
the past five years. Despite the usual volatility associated with economic sensitive sales taxes, Hoover's receipts
from this source has grown by a healthy annual average of 6.0% over the past decade with now year-over-year
declines. Approximately 25% of these revenues come from a single location, the Riverchase Galleria, which does
present some concentration risk for this revenue source. However, the mall has recently had a large retailer move
back into a vacant space, and Moody's expects the Galleria to remain an important retail location for the entire state.
While property taxes comprised only 9.6% of fiscal 2004 operating revenues, this revenue stream should be
enhanced by a change to annual property revaluations by the county. The city does not have to adjust its millage
rate which will allow it to capture annual increases in its revenues. General Fund balance for fiscal 2004 (unaudited)
ended at $28.4 million, or 35.4% of fund revenues, up from the fiscal 2003 level of $27.6 million. Officials indicate
that, in addition to increasing General Fund reserves, higher than budgeted revenues allowed them to increase the
transfer to the Capital Projects Fund in fiscal 2004 by an additional $600,000 to $3.6 million. The city plans to fund
capital projects for the next five years either through cash-flow or accumulated reserves within the Capital Projects
Fund.

MODERATE DEBT BURDEN WITH NO FUTURE BORROWING PLANNED

Moody's views the city's debt position as manageable, as the city's lack of borrowing plans should reduce its
moderate debt burden in the near-term. Following the current refunding issue, the city's overall debt burden will be
somewhat high at 4.9% of full valuation, with a more moderate direct debt burden of 2.1%. Jefferson County is
planning to issue $1 billion in sales-tax backed bonds in 2004 that would potentially increase the city's overall debt
burden to 6.3%. However, a portion of the proceeds would be given to the Hoover Board of Education (G.O. Limited
Tax rated A1) to defease a portion of its outstanding debt, thereby reducing the impact on the city's overall debt
burden. Officials indicate that all capital projects planned for the next five years will be paid from cash-flow or
reserves accumulated in the Capital Projects Fund.

KEY STATISTICS:

Population: 64,265

2003 Full Valuation: $6.04 billion

2003 Full Value Per Capita: $100,419

Per Capita Income as % of State (1999): 183.4%

Overall Debt Burden: 4.9%

Amortization of Principal (10 Years): 44.4%

Fiscal 2004 General Fund balance (unaudited): $28.4 million (35.4% of G.F. revenues)

Fiscal 2003 General fund balance: $27.6 million (24.9% of G.F. revenues)

Unemployment (September 2004): 1.9%

Post-issue Parity Debt Outstanding: $131.4 million
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CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS") AND ITS
AFFILIATES ARE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND
CREDIT RATINGS AND RESEARCH PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S
PUBLICATIONS") MAY INCLUDE MOODY'S CURRENT OPINIONS OF THE RELATIVE
FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT
MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT
ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK,
MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY'S
OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT
OR HISTORICAL FACT. CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT
CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS
AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR
MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY
PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES
MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH
INVESTOR WILL MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS
UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT
LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED,
DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR
ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT.
All information contained herein is obtained by MOODY'S from sources believed by it to be
accurate and reliable. Because of the possibility of human or mechanical error as well as other
factors, however, all information contained herein is provided "AS IS" without warranty of any kind.
MOODY'S adopts all necessary measures so that the information it uses in assigning a credit
rating is of sufficient quality and from sources Moody's considers to be reliable, including, when
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in
every instance independently verify or validate information received in the rating process. Under
no circumstances shall MOODY'S have any liability to any person or entity for (a) any loss or
damage in whole or in part caused by, resulting from, or relating to, any error (negligent or
otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any
of its directors, officers, employees or agents in connection with the procurement, collection,
compilation, analysis, interpretation, communication, publication or delivery of any such
information, or (b) any direct, indirect, special, consequential, compensatory or incidental
damages whatsoever (including without limitation, lost profits), even if MOODY'S is advised in
advance of the possibility of such damages, resulting from the use of or inability to use, any such



information. The ratings, financial reporting analysis, projections, and other observations, if any,
constituting part of the information contained herein are, and must be construed solely as,
statements of opinion and not statements of fact or recommendations to purchase, sell or hold any
securities. Each user of the information contained herein must make its own study and evaluation
of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR
INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby
discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by MIS have, prior to
assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it
fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and
procedures to address the independence of MIS's ratings and rating processes. Information
regarding certain affiliations that may exist between directors of MCO and rated entities, and
between entities who hold ratings from MIS and have also publicly reported to the SEC an
ownership interest in MCO of more than 5%, is posted annually at www.moodys.com under the
heading "Shareholder Relations — Corporate Governance — Director and Shareholder Affiliation
Policy."

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service
Pty Limited ABN 61 003 399 657, which holds Australian Financial Services License no. 336969.
This document is intended to be provided only to "wholesale clients" within the meaning of section
761G of the Corporations Act 2001. By continuing to access this document from within Australia,
you represent to MOODY'S that you are, or are accessing the document as a representative of, a
"wholesale client" and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retail clients" within the meaning of section 761G of
the Corporations Act 2001.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's
Japan K.K. (“MJKK”) are MJKK's current opinions of the relative future credit risk of entities, credit
commitments, or debt or debt-like securities. In such a case, “MIS” in the foregoing statements
shall be deemed to be replaced with “MJKK”. MJKK is a wholly-owned credit rating agency
subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody’s Overseas Holdings
Inc., a wholly-owned subsidiary of MCO.

This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on
the equity securities of the issuer or any form of security that is available to retail investors. It
would be dangerous for retail investors to make any investment decision based on this credit
rating. If in doubt you should contact your financial or other professional adviser.
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